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HAITI: KEY ECONOMIC INDICATORS 


Income and Prices 


Cost of Living Index (base = 
100 in 1982) 

Change in Cost of Living Index 
(percent) 

GDP in Current Market Prices 
(billions of U.S. dollars) 

Rate of Change in Real GDP 
(percent) 


Balance of Trade and Payments 
(millions of U.S. dollars) 


Exports (f.0.b.) 197 213 250 280 
Imports (c.i.f.) -334 -352 -365 -390 
Trade Balance -137 -139 -115 -110 
Current Account Balance - 48 - 82 - 66 N/A 
(includes service and 
transfer payments) 
Overall Balance - 9 - 12 oo See N/A 
Change in Net Reserves 17 29.8 Z2e8 N/A 
(increase -) 


Central Government Operations 
(millions of U.S. dollars) 


Treasury Revenue 150 169 
Treasury Outlays 188 199 
Treasury Deficit - 38 - 30 
(in percent of GDP) 
Treasury Deficit 2s 1.9 
Overall Public Sector Deficit ~ 5.8 -« 649 


Money Supply 
(millions of U.S. doliaxs) 


M> (money and quasi-money) 389.4 415.1 


1/ All 1985 figures are Embassy and Government of Haiti projections. 


Sources: Institut Haitien de Statistique et d'Information; IMF 
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Summary. Reversing three years of contraction and stagnation, the 
Haitian economy grew 2 percent in real terms during 1984. The boom 
in Haiti's export assembly industry, spurred by the strong perfor- 
mance of the U.S. economy, helped account for the growth. Despite 
a higher-than-projected fiscal deficit, inflation remained in check, 
hovering between 8-10 percent during the year. 


However, growth was uneven. Haiti suffered continued stagnation in 
its agricultural sector in 1984. Production of staple crops such 

as rice and corn remained unchanged from 1983. Mangos were the 
highlight of Haiti's agricultural exports, totalling $5 million in 
1984, up from hundreds of thousands of dollars in the '70's. Cof- 
fee shipments from Haiti were registered at 390,000 60-kilo bags, just 
shy of the International Coffee Agreement quota. 


Domestic industry turned in a mixed performance during 1984. During 
the first half of 1984, of 17 major industrial sectors, 10 such as 
laundry soap and matches reported output increases, while 6 in- 
cluding sugar and vegetable oil sustained declines. Shoe produc- 
tion remained unchanged. Lack of competition and protective tariffs 
leading to high prices for domestically produced goods invite 
smuggling of basic commodities, from neighboring countries in par- 
ticular, where goods such as clothing and sugar are much cheaper. 
The Government of Haiti closed the Haitian-Dominican border to 

trade in November 1983 to help curb the problem, but considerable 
smuggling continues. 


Exports from Haiti's assembly industry to the United States rose 
about 20 percent above the 1983 level. The industry currently em- 
ploys about 60,000 workers. 


Despite the improvement in exports, Haiti still experienced a 
large balance-of-trade deficit in 1984 totalling $115 million. 
While the tight foreign exchange situation may have begun to im- 
prove at the end of the year, many importers still had to look to 
the parallel market, where premiums for the dollar ranged from 
6-10 percent. 


Haiti's low wages, productive labor, and geographical proximity 

to the United States present significant opportunities to the 
offshore manufacturer, especially in the apparel, sporting goods, 
toys, and electronics industries. In addition, under the Carib- 
bean Basin Initiative, over 3,000 potential exports from Haiti can 
enter the United States duty free. The Government of Haiti also 
offers attractive incentives to foreign investors in industry. 


I. CURRENT ECONOMIC CONDITIONS AND TRENDS 


BACKGROUND 


Geography and Population. Haiti, located 750 miles to the south- 
east of Miami, Florida, shares the island of Hispaniola with the 
Dominican Republic. Haiti occupies the western third of the island. 





About six million Haitians dwell in this Caribbean country no 
bigger than the state of Maryland. Population is expanding at a 
rate of nearly 2 percent per year. Approximately 70 percent of 
Haiti's people inhabit rural areas and depend on primitive agri- 
culture to earn a living. Per capita income of $300 annually 
places Haiti among the world's poorest countries. The retention 
rate in primary school is low, and eight in ten Haitians cannot 
read or write. Widespread poverty and poor sanitation lead to 
serious health problems in the general population such as malnutri- 
tion and infectious diseases. 


In spite of this degree of underdevelopment, U.S. businessmen find 

a number of assets in the Haitian people. Very dextrous, Haitian 
workers can efficiently perform most sewing and electronics assem- 
bly operations after proper training. The generally strong work 
ethic helps contribute to high productivity. The friendly attitude 
of the Haitian people and the lack of serious crime favorably impress 
resident foreign businessmen. 


Outlook for Political and Economic Stability. Haiti has an authori- 
tarian form of government led by Jean-Claude Duvalier, President 

for Life, who succeeded his father. The Duvalier family has ruled 
for 27 years in Haiti. At the present time no political parties 
are permitted, but the government is studying laws which will allow 
their formation. Under Jean-Claude the widespread human rights 
abuses of the '60's have diminished, but scattered incidents still 
occur. There are no Communist or radical guerrilla movements on 
the horizon which would threaten United States investments in Haiti. 
Despite occasional plots to unseat the Duvalier family, the govern- 
ment has shown remarkable stability in its tenure. 


INFRASTRUCTURE 


Electricity. In 1984 for the second year in a row, during the 
April-May period, l'Electricite d'Haiti (EdH), the state-owned 
€lectric utility, had to ration power. EdH for the most part 

kept electricity flowing to the industrial zone during working 
hours to minimize lost production and layoffs. Many businesses 
working late into the day had to supply their own power and had 

to rely on back-up generators. Low water levels at Haiti's hydro- 
electric power facility and poor maintenance of old thermal gen- 
erators caused the shortfall in capacity. While the hydroelectric 
plant's water level at the end of 1984 did not signal any problems 
for 1985, similar maintenance failures by EdH could trigger the 
same rationing. 


In Power Project IV, EdGH, to reduce downtime, is installing about 
15 megawatts of new generator capacity to replace some of its 
current, antiquated equipment. EdH is also planning to add 22 
megawatts of power in the Guaymouc hydroelectric project to meet 
the growing needs of the assembly industry. 


Roads. Only 600 kilometers of Haiti's 3,000 kilometers of roads 
are paved. A paved two-lane highway links the capital with Jacmel 
and Les Cayes in the South and Gonaive and Cap Haitien to the North. 
The Interamerican Development Bank is considering authorizing a 


loan for paving of a road from Mirebalais to Pont Sonde to improve 
transportation in the fertile Artibonite River Valley. 





Telecommunications. Telephone service in Port-au-Prince on the 
whole is fair, and service to the interior is improving. Direct 
dial capability exists between Haiti and the United States and 
other foreign countries. However, due to a shortage of lines, 

the state-owned telephone company (Teleco) delays new installa- 
tion and service for periods up to months. During 1984 the tele- 
phone company announced a project to add 30,000 new lines. A 
French company, CIT Alcatel, won the contract, and the project re- 
ceived an $11 million mixed credit from the Government of France. 


Ports. In Port-au-Prince modern container facilities, as well as 

roll-on/roll-off capabilities, should provide adequate service into 
the near future. U.S. and foreign shipping lines furnish frequent 
service to East and Gulf Coast ports. Port improvement also con- 

tinues at Cap Haitien. Sponsored by the World Bank, work goes on 

to better cabotage ports in several coastal towns. 


The Francois Duvalier International Airport at Port-au-Prince 
handles both passenger and cargo flights. Government of Haiti 
authorities are refurbishing the runway with French bilateral 
assistance. Major U.S. and European airlines, as well as some 
Caribbean carriers, link Haiti to the rest of the world. 


AGRICULTURE 


General Picture. Haitian peasants rely on primitive farming tech- 
niques and often use no more than picks, hoes, and machetes to 
cultivate the land. While only about 29 percent of the land is 
suitable for planting, about 43 percent is actually under cultiva- 
tion. In general the average plot size is sub-marginal (.48 
hectare), and a typical farmer will own a few widely separated 
plots (average land holding is .77 hectare). There are few 
large-sized land holdings. Successful investments in agriculture 
require consolidating small parcels into an economically viable 
unit, usually through long-term lease agreements with other peas- 
ants or the government. 


Corn. Thousands of peasants grow corn in small hillside plots. 
Peasants consume almost all output as food. Production in 1984 
amounted to about 250,000 metric tons, changing little from 1983. 
No growth in output is expected in 1985, despite some successful 
experiments to increase yields. In the near term, transferring 
results of these experiments to the masses of small farmers will 
prove exceedingly difficult. Some corn is imported for a feed 
mill and could present opportunities for U.S. exporters. 


Rice. Rice is produced for the most part in the Artibonite River 
Valley with an estimated 36,000 hectares under irrigation. Peas- 
ant farmers without access to irrigation cultivate another 6,000 
hectares of rice, interspersing it with other crops. Yields 
average 3 metric tons per hectare in the Artibonite and down to 

1.5 metric tons per hectare on mixed crop dryland plots. Produc- 
tion amounted to about 120,000 metric tons in 1983 and 1984 and 

is forecast to rise to 138,000 metric tons in 1985 if an additional 
6,000 hectares is brought under irrigation in the Artibonite. 





Wheat. Haiti produces no wheat, but consumption is growing at a 

5 percent annual rate, as demand for bread remains strong. Total 
imports of wheat amounted to 163,000 metric tons in 1983 and rose 
slightly to 167,000 in 1984. The United States supplied about 70 
percent of Haiti's needs. Haiti imported approximately 48,000 tons 
under the concessionary terms of P.L. 480 in 1984. Haiti also im- 
ported about 50,000 metric tons of wheat from Argentina under a 
commercial credit program. 


Sugar. Sugar cane fields occupy about 45,000 hectares of land. Over 
1,000 artisan mills and four industrial mills process the raw cane. 
The industrial mills produced about 46,000 tons of sugar during 
1984, and little change is expected in 1985. The expensive Darbonne 
Mill finally began operations in 1984 but had to utilize cane pre- 
viously relied upon by the Haitian American Sugar Company (HASCO). 
Hasco production thus declined 30 percent during 1984. 


Meat. At the end of 1983 Haiti had to cease meat exports to the 
United States, which averaged about $1 million per year, because 

of inadequate testing facilities. The Government of Haiti is study- 
ing recommendations by the USDA on ways to satisfactorily test meat 
for shipment to the United States. However, no early resumption of 
exports is foreseen. On September 3, 1984, the Government of Haiti, 
with the concurrence of USDA, declared Haiti free of African Swine 
Fever (ASF). Efforts to repopulate the island with pigs in both 
the public and private domain are under way. About 5,000 pigs now 
populate the island. The efforts to repopulate the island may 
present opportunities for U.S. livestock exporters. 


Coffee. About 384,000 peasants grow coffee and depend on it as a 
primary source of cash income. In addition, coffee earns more 
foreign exchange for Haiti than any other agricultural commodity. 
Exports totalled $51 million during 1983. The coffee export tax 
nets the GOH substantial revenue. Despite some production problems, 
390,000 60-kilo bags were shipped from Haiti, nearing the Inter- 
national Coffee Agreement quota in 1983. During 1984 the Govern- 
ment of Haiti, in an effort to spur coffee production, reduced the 
export tax from 26 percent ad valorem to 23.4 percent. 


Mangos. Mangos are the big success story in Haiti's agricultural 
exports. During the 1984 season, Haiti's growers shipped over 1.6 
million cases to the United States, up from 1.2 million in the 1983 
season. Haitian growers have capitalized on an increased prefer- 
ence of U.S. consumers for fresh tropical fruit to boost exports 

in 1984 to $5 million from a level of only hundreds of thousands of 
dollars in the 1970's. However, continuation of mango exports 
hinges on efforts to find an alternative method of fumigation. 
Haiti's mango exports to the United States must be fumigated with 
the chemical ethylene dibromide (EDB) because of the presence of 
the Caribbean fruit fly in Haiti. The Environmental Protection 
Agency, citing EDB as carcinogenic, has banned EDB use for mango 
fumigation effective September 1, 1985. The mango exporters, with 
USDA help, are testing alternative pest-control techniques such as 
the double-dip hot-water bath treatment. 


Other Commodities Exports. Haiti produces a number of essential 
Oils, among them vetiver, amyris, lime, and citronella for use in 
the cosmetics and pharmaceuticals industry. During the first half 
of 1984, exports from Haiti were down 40 percent compared to the 





first half of 1983, a year when exports amounted to over $7 million. 
Cocoa is another important agricultural foreign exchange earner. 
Cocoa exports earned Haiti $4.6 million in 1983 but declined about 


= a during the first half of 1984 compared to the first half 
oO om 


INDUSTRY 


Manufacturing for Domestic Consumption. Haiti has a small base of 
companies that manufacture for local consumption. Products made 


include: foodstuffs such as vegetable oil, pasta, and tomato paste; 
detergents, bar and laundry soap; household goods such as plastic 
buckets and bowls; kitchen utensils of enamel, steel, and aluminum 
such as forks, spoons, and coffee pots; building materials such 

as cement, concrete blocks, and steel bars. Beer, cigarettes, 
matches, and carbonated beverages are also produced in Haiti. All 
locally produced goods benefit from the protection of high tariffs 
and quotas. 


The Government of Haiti has the right to grant a monopoly to any 
producer who can satisfy 75 percent of local demand. In practice, 
monopoly privilege is granted in some cases when producers do not 
have sufficient market share. The Government of Haiti owns the 
country's lone flour mill and the Darbonne sugar mill and as well 
has amajor interest in SODEXOL, an oilseed crushing mill, and Le 
Ciment d'Haiti. These companies enjoy certain duty exonerations 
and privileges which inhibit potential competition. This lack of 
competition produces higher than free market prices and encourages 
smuggling, particularly from neighboring countries where basic 
consumer goods such as sugar, flour, and clothing cost from 3-4 
times less than comparable goods from Haiti. The Government of 
Haiti closed the Haitian-Dominican border to trade in November 1983, 
but contraband goods continue to find their way into the economy. 


Domestic industrial production showed mixed results in the first 
half of 1984. Sugar, cement, and vegetable oil output declined, 
but flour, laundry soap, detergents, matches, and molasses produc- 
tion increased. Of 17 major industries, 10 boosted output in the 
first half of 1984 compared to 1983, while 6 industries suffered 
reductions. Shoe production remained unchanged. 


The uneven performance of the domestic manufacturing, sector re- 
flects the impact of contraband and the slow recovery of the 
Haitian economy in 1984 after three years of contraction and 
stagnation, induced in part by the Government of Haiti's austerity 
program to curb inflation and maintain the dollar parity of the 
gourde. 


Export Assembly Industry. During the last ten years, over 200 new 
plants that export goods assembled from U.S. materials and com- 
ponents have opened their doors in various labor-intensive indus- 
tries. Many concerns are U.S. owned. This expansion of indus- 
trial activity has created 60,000 new jobs and turned the assembly 
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industry into the most dynamic sector of the Haitian economy. The 
strong performance of the U.S. economy spurred a 20 percent in- 
crease in Haiti's manufactured exports to the United States during 
the first three quarters of 1984 compared to the same period in 
1983. 


The electronics sector is among the fastest growing in the export 
industry. Starting out with a smattering of shops about a decade 
and a half ago, the industry now boasts a multitude of companies 
that assemble transformers, coils, switches, wiring harnesses, 

and telephone hardware. A number of well known U.S. companies 

such as GTE, United Technologies, TRW, and Bendix have enjoyed 
success in Haiti's assembly sector. One reason is that productivity 
and output per man hour approach that of key Far Eastern electronics 
centers but lower labor costs make Haiti's finished goods cheaper. 


The industry will continue to increase in sophistication and 
should soon break into the manufacture of capacitors and trans- 
istors. In addition, plans are underway to etch the printed 
circuit of printed circuit boards in Haiti. At the present 
time, the actual printing of the circuit is accomplished in the 
Far East or the United States. 


The apparel assembly business also is rapidly expanding. From a 
level of $30 million (including value of material and thread im- 
ported from the United States) in 1977, Haiti's exports of 


finished garments reached $75 million in 1983. The sector, now 
operating at record capacity, employs between 17,000-20,000 
people. As Far Eastern manufacturers pursue higher priced top- 
of-the-line garments, Haiti's apparel makers see a window of 
opportunity in exports of lower priced men's, women's, and child- 
ren's wear for the United States. Consequently, many sewing 
businesses are adding capacity to meet expected growing demand 
for Haiti's finished apparel goods. The development of Haiti's 
apparel industry has been a boon to hard-strapped U.S. garment 
makers. Companies that normally would have lost market share to 
Far Eastern firms find themselves able to compete by utilizing 
lower-cost Haitian labor. Quota numbers are often available in 
Haiti when already closed for certain lines in the Far East. 
Haiti's sewing industry will continue to present opportunities 

to U.S. companies wishing to maintain design and marketing opera- 
tions in the United States but need competitive labor to stay in 
business. 


In 1984 the stuffed toys and sporting goods industries also 
registered strong growth. Some well known names such as Kenner, 
MacGregor, and Rawlings have located in Haiti and are undertaking 
expansion of their businesses. 


TRADE 


Exports. Because of the rapid growth in Haiti's textiles, 
electronics, and sporting goods sectors, manufactured goods 
accounted for over half of an estimated $250million in exports 
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in 1984. The United States is the destination for virtually all 
goods from the assembly industry and over half of Haiti's total 
exports. France and Italy, important buyers of Haitian coffee, 
receive about 20 percent of Haiti's coffee exports. Mangos, 
essential oils, and cocoa are the other most important agricul- 
tural exports. In all, the industrialized countries account for 
Over 90 percent of Haiti's exports. 


Imports. Despite improvements in export performance, Haiti con- 
tinues as a net importer. Import volume, up roughly $13 million from 
1983, should amount to $365 million in 1984. Haiti experienced 

a positive balance of trade with only two countries during 1983 -- 
Italy and Belgium. Haiti's overall balance-of-trade deficit 

amounted to about $115 million in 1984, compared to a $140 million 
gap in 1983. 


Over 75 percent of Haiti's imports originate in the industrialized 
countries. The United States is Haiti's principal supplier -- 
capturing over 65 percent of the import market in 1983. The 
Japanese, with slightly over 4 percent of the market, are the 

next most important source of imports. Japanese front-wheel- 
drive cars and light trucks have proved very popular in Haiti. 


Outlook. Haiti is not likely to reverse its balance-of-trade 
deficits with its major trading partners in the near future. 
Local industry will continue to rely on imports of raw materials, 
machinery, and spare parts. Most consumer durables such as 
refrigerators and air conditioners and all motor vehicles will 
continue to be imported, and there will be a steady demand for 
$50-$60 million of petroleum products shipped from Caribbean area 
refineries. 


The Caribbean Basin Initiative, geography, and market size will 
combine to keep the United States as Haiti's chief supplier and 
customer in bilateral trade. The Japanese will probably increase 
their lead as Haiti's nimber two supplier of imports as Japanese 
vehicle sales continue to erode the market share of European 
passenger cars. U.S. auto sales in the Haitian market are miniscule. 


BANKING AND FINANCE 


Foreign Exchange. Haiti's foreign exchange shortage continued in 
1984, but by the end of the year the banking system on the whole 
was able to provide dollars more easily than in 1982-3. Arrearages, 
which stood at $20 million two years ago, were largely eliminated 
by the beginning af 1984, although banks still delay or fail to 
make transfers, mostly for customers who do not generate foreign 
exchange through exports. Commercial banks are charging a 3 per- 
cent fee for dollar conversions. 


In May of 1984, the Central Bank, the Banque de la Republic 
d'Haiti (BRH), required commercial banks to hold 50 percent of 
dollars generated from all export transactions to pay for vital 
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imports such as petroleum. The BRH directs the oil companies to 
certain private banks to obtain the exchange. Under the prior 
system, commercial banks had to surrender to the BRH foreign ex- 
change from agricultural exports such as coffee. This arrangement 
placed a burden on two commercial banks which were heavy in 
commodity-exporter accounts. Overall, the new system has allevi- 
ated pressure on these two banks, but the oil companies still 

must wait, at times, several weeks past the agreed-to deadline to 
receive their foreign exchange. 


The parallel market will remain an important source of foreign 
exchange for importers who cannot obtain dollars from the banks. 
The premium ranged from 6-10 percent during most of 1984, but 
there were higher rates during July and early December, periods 
of peak Haitian travel to the United States. If Haiti's exports 
remain strong and the Government of Haiti adheres to its balanced 
budget program to hold down aggregate demand and imports, the 
premium for dollars should not vary much during 1985. 


Interest Rates. Banks must pay several percentage points above 
U.S. rates on deposits to maintain funds within the country. This 
resulted in commercial loan rates of 15-18 percent during the year. 
Banks remained highly liquid in 1984. Some potential borrowers 
have commented that bankers required extremely high degrees of 
collateral, which discouraged new loan applications. 


Development Banks. The Societe Financiere d'Haiti, SOFHIDES, a 
privately owned development bank founded with assistance from 
USAID, completed its first year of operations in 1984. The 
venture capital firm extended over $1 million in credit to new 
projects in electronics, apparel, building materials, and agro- 
industry. These projects are creating 700 new jobs, and new 
projects are forecast to double that during 1985. During 1984, 

the Government of Haiti took steps to enact legislation which 

will help create a mortgage bank which, for the first time in 
Haiti, will make long-term loans available for residential housing. 


MONETARY AND FISCAL POLICY 


Government of Haiti Budget. The Government of Haiti is planning 
a balanced budget of $216 million during fiscal year 1985 (Octo- 
ber 1984-September 1985). The budget, about 7 percent larger in 
nominal terms than in FY 84, is roughly 10 percent of current 
GDP. The operating budget -- current expenditures of the 
ministries -- is projected at $190 million, about a 4 percent 
increase over FY 85. The development budget financed by the 
Treasury was increased by 35 percent to $26 million. In absolute 
terms, the primary beneficiaries in the operational budget are 
the Central Amortization Fund (for debt servicing), with an 
increase of $5.4 million, and the armed forces, with an increment 
of $1.4 million; while in percentage terms the largest increase 
goes to Justice, up over 50 percent, and the Ministry of Interior 
and National Defense. Finance has suffered the largest cut both 
in absolute ($2.4 million) and percentage (11.5 percent) terms. 





Total revenue is expected to rise 14 percent above the FY 84 
projection of $950 million. However, FY 84 actual tax collec- 
tions amounted more closely to $905 million, which would require 
a revenue increase of 20 percent for a balanced FY 85 budget. 

As part of its efforts to ensure budgetary responsibility, the 
GOH in August raised taxes on fuels, cigarettes, alcoholic and 
carbonated beverages, cement, and certain fees. The Government 


raised the value-added tax from 7 percent to 10 percent during 
October. 


Stabilization Program. The Government of Haiti embarked on a 
stabilization program and signed a standby agreement with the 
IMF during 1982. The stabilization program required the Govern- 
ment of Haiti to meet a strict set of criteria including the 
following: tight limits on treasury spending, increases in 
government revenues through new taxes and fiscal reforms, a 
reduction in the growth of money supply, and a ceiling on net 
domestic assets of the monetary authorities. The Government of 
Haiti met all targets in the one-year program, and this per- 


formance allowed the authorities to sign a new agreement during 
fall of 1983. 


The Government of Haiti strayed from these targets in May of 
1984, due to overspending on the budget and a too-rapid expansion 
of credit to the public sector enterprises. By the end of the 


year the Government of Haiti was trimming expenditures, but total 
borrowing from the monetary authorities had not been reduced sig- 
nificantly. Haiti is still negotiating with the IMF for a program 
in FY 85. 


Despite the expansion in credit by the BRH and the state-owned 
commercial bank, money supply did not increase precipitously. 
Inflation has remained under control and was estimated at about 
8-10 percent during 1984. During 1985 the rate of inflation 
should remain in single digits, especially if the Government of 
Haiti sticks to its balanced budget plan and can negotiate a new 
agreement with the IMF. 


II. IMPLICATIONS FOR U.S. BUSINESS 


Export Opportunities. During the next several years, the rapid 
growth in Haiti's textile, sporting goods, electronics, and 
stuffed toys sectors will create a demand for sewing machines, 
scissors, cutting machines, and needles as well as electronics 
testing and soldering equipment. The furniture industry is also 
labor intensive and could benefit from the Caribbean Basin Initi- 
ative. Woodworking machinery exports thus may present opportuni- 
ties to U.S. exporters. The expansion of the export assembly 
industry will require added factory space, benefitting U.S. manu- 
facturers of pre-fabricated buildings and building materials. 

The return of real growth in the Haitian economy should create a 
modest increase in demand for durable goods such as refrigerators 
and air conditioning equipment. Occasional power failures will 
keep demand for generators brisk. 





However, U.S. businessmen should pay particular attention to 

their international collections. American firms selling to com- 
panies which generate dollars through exports should have no prob- 
lems getting dollar payments. However, retailers and distributors 
who do not generate foreign exchange may experience difficulties 
in obtaining dollars through the banking system, and American 
firms must be alert for possible delayed transfers. Importers, 

of course, can elect to buy dollars on the parallel market, but 
this will raise the cost of imported goods to end users. 


Investment. Haiti offers the U.S. investor a number of appealing 
economic enticements. The abundant pool of low-cost labor -- the 
minimum wage is $3.00 per day -- serves as a magnet for American 
offshore manufacturing. Equally important, U.S. companies find 
Haitian workers highly productive after proper training. With an 
eager and enthusiastic labor force, the rate of absenteeism in 
the country is low, and work stoppages are practically unknown. 


Geographical location plays an important role in Haiti's appeal 
to U.S. fabricators. Electronics goods assembled in Haiti can 
reach most factories or customers in the United States within a 
matter of hours by air freight. Busy executives save valuable 
travel time. Frequent cargo service from a modern container- 
handling port in the capital also assures easy transit of raw 
materials and finished goods into and out of Haiti. 


The Government of Haiti has adopted a favorable attitude toward 
foreign private investment. Few restrictions govern foreign in- 
vestments in industry, particularly manufacturing and agri- 
business. However, foreigners can only own real estate for the 
needs of agricultural, industrial, or commercial enterprises 

and as residents. Foreigners cannot own property for rent. 

The Government of Haiti does not restrict the repatriation of 
capital or profits; however, the availability of foreign exchange 
at the Central Bank sometimes seriously delays transfers. 


Foreign-owned firms benefit from five years exoneration of in- 
come taxes for operations established in Port-au-Prince, eight 
years for setting up in industrial parks in the capital, and 
fifteen years for operations initiated in the interior. The 
Government of Haiti also has held the minimum wage in the interior 
to $2.64 per day. 


The Government of Haiti in 1983 signed a bilateral investment 
treaty with the United States that accords U.S. investment the 
same protections and legal safeguards as those enjoyed by Hai- 
tians. In early 1985 the United States Senate is expected to 
ratify the treaty, which has been approved by Haiti's National 
Assembly and published in the official gazette. 


Caribbean Basin Initiative (CBI). On January 1, 1984, President 
Reagan designated Haiti a beneficiary country under the CBI, 
allowing over 3,000 goods with at least 35 percent local content 





13% 


to enter the United States duty free. This move has spurred an 
increased number of U.S. business visitors to Haiti to see how 
their companies can best profit from the CBI. During the year a 
number of U.S.-based multinational companies in the sporting goods 
industry were considering or undertaking expansions of their 
Haitian operations. 


The Government of Haiti has responded favorably to the initiative 
so far. During March 1984 the Government of Haiti co-sponsored, 
along with the United States Government and the leading Haitian 
private sector associations, a CBI business conference, attended 
by over 400 businessmen. During the conference the Government of 
Haiti announced the formation of a joint government/private-sector 
commission to study ways and make recommendations to improve the 
investment climate. The commission is working on a new investment 
code to simplify setting up a business and consolidate incentives 
and is studying more immediate problems such as speeding up the 
release of merchandise from customs. The commission is also 
studying the formation of a permanent investment authority to 
promote and assist the foreign investor. 


During 1984 three major investment missions visited Haiti. One was 
comprised of a group of black U.S. businessmen and another by com- 
panies led by the MacGregor Corporation. Participants of both mis- 
sions found contacts which have led to serious discussions for sub- 
contract manufacturing in Haiti, especially for apparel items. In 
addition, a Taiwanese mixed government/business group visited Haiti 
to explore manufacturing opportunities under the CBI. 


Economic Climate. Adherence to a stabilization program has an 
impact on U.S. business interests operating in Haiti. First of 
all, a low rate of inflation safeguards the value of American 
assets invested in Haiti. By maintaining a reasonable exchange 
of the gourde, vital imports of machinery do not rise so steeply 
in price. Petroleum products remain affordable, and the electric 
company can afford normal shipments of diesel, which powers half 
the country's generating capacity. A sound fiscal policy also 
leads to greater availability of foreign exchange, which helps 
facilitate repatriation of interest and principal in dollars. 
Finally and perhaps most important, good fiscal management in- 
spires confidence in the country as a whole and leads to addi- 
tional foreign investment, which creates a more stable business 
climate for all companies operating in Haiti. 


Other Opportunities for U.S. Business. The efforts to develop the 
economy will create some major projects opportunities in electric 


power generation, road and dam construction, irrigation, and other 
infrastructure projects. Many of these projects will be financed 
through bilateral assistance and soft loans from multilateral 
development banks. Major projects in Haiti are announced gen- 
erally through tender offers in major U.S. papers such as the 

Wall Street Journal and the New York Times. In addition, the 
Embassy reports all major projects to the U.S. Department of Com- 
merce. U.S. companies should maintain close contact with the 
nearest branch of the U.S. Department of Commerce to keep abreast 
of new business opportunities in Haiti. 
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